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CHAPTER 1172

PENALTY AND INTEREST ON TAXES
S.F. 2304

AN ACT relating to penalty and interest on cigarette, tobacco, motor fuel, individual income,
withholding, corporation income, franchise, sales, use, retailer’s use, environmental pro-
tection charge, inheritance, generation skipping transfer, and estate taxes, and providing
effective and applicability dates.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. Section 98.28, Code 1989, is amended to read as follows:

98.28 ASSESSMENT OF TAX BY DEPARTMENT — INTEREST — PENALTY.

If after any audit, examination of records, or other investigation the department finds that
any person has sold cigarettes without stamps affixed thereto as required by this division er
that any persen has failed to pay at least ninety pereent of any tax imposed upon the persen,
the department shall fix and determine the amount of tax due, and shall assess the tax against
the person, together with a penalty of seven and one-half pereent of the amount of the tax;
exeept as provided in section 421.27. The taxpayer shall pay interest on the tax or additional
tax at the rate determined under section 421.7 counting each fraction of a month as an entire
month, computed from the date the tax was due. If any person fails to furnish evidence satis-
factory to the director showing purchases of sufficient stamps to stamp unstamped cigarettes
purchased by the person, the presumption shall be that the cigarettes were sold without the
proper stamps affixed thereto. Within two years after the return is filed or within two years
after the return became due, whichever is later, the department shall examine it the return
and determine the correct amount of tax.

Sec. 2. Section 98.46, subsection 3, Code 1989, is amended by striking the subsection and
inserting in lieu thereof the following:

3. In addition to the tax or additional tax, the taxpayer shall pay a penalty as provided in
section 421.27.

Sec. 3. Section 324.65, unnumbered paragraph 1, Code Supplement 1989, is amended to
read as follows:

H a lieensee or other persen fails to remit at least ninety pereent of the tax due with the
filing of the return on or before the due date or pays less than ninety pereent of any tax required
to be shown on the return; there shall be added to the tax a penalty of seven and ene-half per-
eent of the amount of the tax due, exeept as provided in seetion 421.27: The penalty imposed
payer shall pay a penalty as provided in section 421.27. The taxpayer shall also pay interest
on the tax or additional tax at the rate in effect under section 421.7 counting each fraction
of a month as an entire month, computed from the date the return was required to be filed. If
the amount of the tax as determined by the appropriate state agency is less than the amount
paid, the excess shall be refunded with interest, the interest to begin to accrue on the first
day of the third calendar month following the date of payment or the date the return was due
to be filed or was filed, whichever is the latest, at the rate in effect under section 421.7 count-
ing each fraction of a month as an entire month under the rules prescribed by the appropriate
state agency. Inlieu of a refund allowed under this section, the licensee may request that the
department allow the refund to be held as a credit for the licensee.

Sec. 4. Section 324.65, unnumbered paragraph 2, Code Supplement 1989, is amended to
read as follows:

The appropriate state agency shall not remit any part of a penalty for delinquent payment
if the delinquency results from the fact that a check given in payment is not honored because
of insufficient funds in the account upon which the check was drawn. Hewever; if it appears
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as a result of an investigation that there has been a deliberate attempt on the part of a lieen-
see or other person to evade payment of fuel taxes there shall be added to the assessment
against the offending person and eollected a penalty of seventy-five pereent of the tax dues A
report required of licensees or persons operating under division III, upon which no tax is due,
is subject to a penalty of ten dollars if the report is not timely filed with the state department
of transportation.

Sec. 5. Section 421.7, subsection 2, Code 1989, is amended to read as follows:

2. The rate of interest that shall be in effect during a calendar year shall be the rate which
is two percentage points greater than the numerical average, rounded to the nearest one per-
cent, of the respective prime rates for each of the months in the twelve-month period that
ends September 30 of the previous calendar year. The rate of interest established by this sub-
section takes effect January 1, and applies to any amount which is due or becomes payable
on or after that date.

Sec.6. Section 421.27, Code Supplement 1989, is amended by adding the following new sub-
section:

NEW SUBSECTION. 6. The taxpayer was subject to the penalty provision of section 422.25,
subsection 2, and was eligible to compute taxable income under the cash receipts and disburse-
ments method of accounting under section 448(b)(3) of the Internal Revenue Code. The waiver
provision in this paragraph applies only for tax years beginning in the 1985 and 1986 calendar
years and only to the extent that the taxpayer failed to include in its net income for state tax
purposes interest payable on short-term obligations as it accrued during those tax years as
provided in section 1281 of the Internal Revenue Code and provided that an amended return
is filed by July 1, 1990.

Sec.7. Section 421.27, Code Supplement 1989, is amended by striking the section and insert-
ing in lieu thereof the following:

421.27 PENALTIES.

1. FAILURE TO TIMELY FILE A RETURN OR DEPOSIT FORM. If a person fails to file
with the department on or before the due date a return or deposit form there shall be added
to the tax shown due or required to be shown due a penalty of ten percent of the tax shown
due or required to be shown due. The penalty, if assessed, shall be waived by the department
upon a showing of any of the following conditions:

a. At least ninety percent of the tax required to be shown due has been paid by the due
date of the tax.

b. Those taxpayers who are required to file quarterly returns, or monthly or semimonthly
deposit forms may have one late return or deposit form within a three-year period. The use
of any other penalty exception will not count as a late return or deposit form for purposes
of this exception.

c. The death of a taxpayer, death of a member of the immediate family of the taxpayer,
or death of the person directly responsible for filing the return and paying the tax, when the
death interferes with timely filing.

d. The onset of serious, long-term illness or hospitalization of the taxpayer, of a member
of the immediate family of the taxpayer, or of the person directly responsible for filing the
return and paying the tax.

e. Destruction of records by fire, flood, or other act of God.

f. The taxpayer presents proof that the taxpayer relied upon applicable, documented, writ-
ten advice specifically made to the taxpayer, to the taxpayer’s preparer, or to an association
representative of the taxpayer from the department, state department of transportation, county
treasurer, or federal internal revenue service, whichever is appropriate, that has not been
superseded by a court decision, ruling by a quasi-judicial body, or the adoption, amendment,
or repeal of a rule or law.

g. Reliance upon results in a previous audit was a direct cause for the failure to file where
the previous audit expressly and clearly addressed the issue and the previous audit results
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have not been superseded by a court decision, or the adoption, amendment, or repeal of a rule
or law.

h. Under rules prescribed by the director, the taxpayer presents documented proof of sub-
stantial authority to rely upon a particular position or upon proof that all facts and circum-
stances are disclosed on a return or deposit form.

1. The return, deposit form, or payment is timely, but erroneously, mailed with adequate
postage to the internal revenue service, another state agency, or a local government agency
and the taxpayer provides proof of timely mailing with adequate postage.

j. The tax has been paid by the wrong licensee and the payments were timely remitted to
the department for one or more tax periods prior to notification by the department.

k. The failure to file was discovered through a sanctioned self-audit program conducted by
the department.

2. FAILURE TO TIMELY PAY THE TAX SHOWN DUE, OR THE TAX REQUIRED TO
BE SHOWN DUE WITH THE FILING OF A RETURN OR DEPOSIT FORM. If a person
fails to pay the tax shown due or required to be shown due on a return or deposit form on
or before the due date there shall be added to the tax shown due or required to be shown
due a penalty of five percent of the tax due. The penalty, if assessed, shall be waived by the
department upon a showing of any of the following conditions:

a. At least ninety percent of the tax required to be shown due has been paid by the due
date of the tax.

b. The taxpayer voluntarily files an amended return and pays all tax shown to be due on
the return prior to any contact by the department, except under a sanctioned self-audit pro-
gram conducted by the department.

c. The taxpayer provides written notification to the department of a federal audit while
it is in progress and voluntarily files an amended return which includes a copy of the federal
document showing the final disposition or final federal adjustments within sixty days of the
final disposition of the federal government’s audit.

d. The taxpayer presents proof that the taxpayer relied upon applicable, documented, writ-
ten advice specifically made to the taxpayer, to the taxpayer’s preparer, or to an association
representative of the taxpayer from the department, state department of transportation, county
treasurer, or federal internal revenue service, whichever is appropriate, that has not been
superseded by a court decision, ruling by a quasi-judicial body, or the adoption, amendment,
or repeal of a rule or law.

e. Reliance upon results in a previous audit was a direct cause for the failure to pay the
tax required to be shown due where the previous audit expressly and clearly addressed the
issue and the previous audit results have not been superseded by a court decision, or the adop-
tion, amendment, or repeal of a rule or law.

f. Under rules prescribed by the director, the taxpayer presents documented proof of sub-
stantial authority to rely upon a particular position or upon proof that all facts and circum-
stances are disclosed on a return or deposit form.

g. The return, deposit form, or payment is timely, but erroneously, mailed with adequate
postage to the internal revenue service, another state agency, or a local government agency
and the taxpayer provides proof of timely mailing with adequate postage.

h. The tax has been paid by the wrong licensee and the payments were timely remitted
to the department for one or more tax periods prior to notification by the department.

3. AUDIT DEFICIENCIES. If any person fails to pay the tax required to be shown due
with the filing of a return or deposit and the department discovers the underpayment, there
shall be added to the tax required to be shown due a penalty of five percent of the tax required
to be shown due. The penalty, if assessed, shall be waived by the department upon a showing
of any of the following conditions:

a. At least ninety percent of the tax required to be shown due has been paid by the due date.

b. The taxpayer presents proof that the taxpayer relied upon applicable, documented, writ-
ten advice specifically made to the taxpayer, to the taxpayer’s preparer, or to an association
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representative of the taxpayer from the department, state department of transportation, county
treasurer, or federal internal revenue service, whichever is appropriate, that has not been
superseded by a court decision, ruling by a quasi-judicial body, or the adoption, amendment,
or repeal of a rule or law.

c. Reliance upon results in a previous audit was a direct cause for the failure to pay the
tax shown due or required to be shown due where the previous audit expressly and clearly
addressed the issue and the previous audit results have not been superseded by a court deci-
sion, or the adoption, amendment, or repeal of a rule or law.

d. Under rules prescribed by the director, the taxpayer presents documented proof of sub-
stantial authority to rely upon a particular position or upon proof that all facts and circum-
stances are disclosed on a return or deposit form.

4. In case of willful failure to file a return or deposit form with the intent to evade tax, or
in case of willfully filing a false return or deposit form with the intent to evade tax, in lieu
of the penalties otherwise provided in this section, a penalty of seventy-five percent shall be
added to the amount shown due or required to be shown as tax on the return or deposit form. If
penalties are applicable for failure to file a return or deposit form and failure to pay the tax
shown due or required to be shown due on the return or deposit form, the penalty provision
for failure to file shall be in lieu of the penalty provisions for failure to pay the tax shown due
or required to be shown due on the return or deposit form, except in the case of willful failure
to file a return or deposit form or willfully filing a false return or deposit form with intent
to evade tax.

The penalties imposed under this section are not subject to waiver.

Sec. 8. Section 422.16, subsection 10, paragraph b, Code Supplement 1989, is amended to
read as follows:

b. I any persen or withhelding agent fails to remit at least ninety pereent of the tax due
with the filing of the semimeonthly; monthly, or quarterly depeosit form on or before the due
date, or pays less than ninety percent of any tax required to be shoewn on the semimonthly,
monthly; or quarterly deposit form, there shall be added to the tax a penalty of fifteen pereent
of the amount of the tax due; exeept as provided in seetion 421.27.

In the ease of willful failure to file a semimeonthly; monthly; or quarterly depeosit form with
intent to evade tax or willful filing of a false semimenthly,; monthly, or quarterly depeosit form
with intent to evade tax; in Heu of the penalty oetherwise provided in this paragraph, there
isadded%%he&me&n%mq&wd%beshm&s%x%%hesem&mm}ﬁmm}ﬁwqaaﬁeﬂy
tional tax, any person or withholding agent shall pay a penalty as provided in section 421.27. The
taxpayer shall also pay interest on the tax or additional tax at the rate in effect under section
421.7, for each month counting each fraction of a month as an entire month, computed from
the date the semimonthly, monthly, or quarterly deposit form was required to be filed. The
penalty and interest become a part of the tax due from the withholding agent. The penalty
imposed under this subscetion is not subjeet to waiver:

Sec. 9. Section 422.25, subsection 2, Code Supplement 1989, is amended to read as follows:

2. In addition to the tax or additional tax determined by the department under subsection
1, the taxpayer shall pay interest on the tax or additional tax at the rate in effect under sec-
tion 421.7 for each month counting each fraction of a month as an entire month, computed from
the date the return was required to be filed. I any persen fails to remit at least ninety per-
eent of the tax due with the filing of the return on or before the due date; or pays less than
ninety pereent of any tax required to be shewn onr the return, there shall be added to the tax
a penalty of seven and one-half pereent of the tax due; exeept as provided in seetion 42127 In
ease of willful failure te file a return with intent te evade tax; or in ease of willfully filing a
false return with intent te evade tax; in lieu of the penalty otherwise provided in this subsee
tion; there shall be added to the ameount required to be shown as tax on the return seventy-
five pereent of the amount of the tax. The penalty impesed under this subseetion is not
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as provided in section 421.27.

Sec. 10. Section 422.58, subsection 1, Code 1989, is amended to read as follows:

1. H a person or permit holder fails to remit at least ninety pereent of the tax due with
the filing of the semimonthly or monthly tax depesit form or return on or before the due date,
or pays less than ninety pereent of any tax required to be shown on the return; exeepting the
period between the ecompletion of an examination of the books and reeords of a taxpayer and
the giving of netiee to the taxpayer that a tax or additional tax is due; there shall be added
to the tax a penalty of fifteen pereent of the amount of the tax due; exeept as provided in see-
tien 42127 In ease of willful failure to file a semimonthly or monthly tax depeosit form or return;
willful filing of a false semimonthly or monthly tax deposit form or return or willful filing of
& false or fraudulent semimenthly or monthly tax depesit form or return with intent te evade
tax; in Heu of the penalty otherwise previded in this subseetion; there shall be added te the
amount required to be shown as tax on the semimonthly or monthly tax depesit form or return
payer shall pay a penalty as provided in section 421.27. The taxpayer shall also pay interest
on the tax or additional tax at the rate in effect under section 421.7 for each month counting
each fraction of a month as an entire month, computed from the date the semimonthly or monthly
tax deposit form or return was required to be filed. The penalty and interest shall be paid
to the department and disposed of in the same manner as other receipts under this divi-
sion. Unpaid penalties and interest may be enforced in the same manner as the tax imposed
by this division. The pensalty imposed under this subseetion is not subjeet to waiver:

Sec. 11. Section 423.18, subsection 1, Code 1989, is amended to read as follows:

1. K a person or permit helder fails to remit at least ninety pereent of the tax due with
the filing of the monthly deposit form er return on or before the due date; or pays less than
ninety pereent of any tax required to be shown on the monthly deposit form or return; exeept-
ing the period between the ecompletion of an examination of the books and reeords of a tax-
payer and the giving of notiee to the taxpayer that a tax or additional tax is due; there shall
be added to the tax a penalty of seven and one-half pereent of the tax due; exeept as provided
of willful failure to file a monthly deposit form or return; willfully filing a false monthly deposit
form or return, or willfully filing a false or fraudulent menthly depesit form or return with
intent to evade tax; in Heu of the penalty otherwise provided in this subseetion; there shall
be added to the amount required to be shewn as tax on the monthly depesit form or return

payer shall pay a penalty as provided in section 421.27. The taxpayer shall also pay interest
on the tax or additional tax at the rate in effect under section 421.7, for each month counting
each fraction of a month as an entire month, computed from the date the monthly deposit form
or return was required to be filed. The penalty and interest shall be paid to the department
and disposed of in the same manner as other receipts under this chapter. Unpaid penalties
and interest may be collected in the same manner as the tax imposed by this chapter. The

Sec.12. Section 424.17, subsection 1, Code Supplement 1989, is amended to read as follows:

1. H a depesitor fails to remit at least ninety pereent of the eharge due with the filing of
the return on or before the due date; or pays less than ninety pereent of any eharge required
to be shown on the return; exeepting the period between the completion of an examination
of the beeks and reeords of a eharge payer and the giving of netiee to the eharge payer that
& eharge or additional eharge is due; there shall be added to the eharge a penalty of fifteen
pereent of the amount of the eharge due; exeept as provided in seetion 421.27. In ease of will-
ful failure to file a return or willful filing of a false return with intent te evade eharges; in
lieu of the penalty etherwise provided in this subseetion, there shall be added to the amount
required to be shown as a charge on the return seventy-five pereent of the amount of the
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eharge- In addition to the charge or additional charge, the charge payer shall pay a penalty
as provided in section 421.27. The charge payer shall also pay interest on the charge or addi-
tional charge at the rate in effect under section 421.7 for each month counting each fraction
of a month as an entire month, computed from the date the return was required to be filed. The
penalty and interest shall be paid to the department and disposed of in the same manner as
the charge imposed under this chapter. Unpaid penalties and interest may be enforced in the
same manner as the charge imposed by this chapter.

Sec. 13. Section 450.63, Code 1989, is amended to read as follows:

450.63 MATURITY OF TAX — INTEREST — PENALTY.

T+ All taxes not paid within the time prescribed in this chapter are subject to a penalty as
provided in subseetion 2 section 421.27 and shall draw interest at the rate in effect under sec-
tion 421.7 until paid.

2= H a person liable for the payment of tax as stated in seetion 4505 fails te remit at least
ninety pereent of the tax due with the filing of the return on or before the due date or pays
less than ninety pereent of any tax required to be shown on the return; there shall be added
to the tax & penalty of seven and enec-half pereent of the ameount of the tax due; exeept as
provided in seetion 42127 The penalty imposed under this subseetion is not subjeet to waiver:

Sec. 14.

This Act takes effect January 1, 1991.

Sec. 15.
Section 6 of this Act applies retroactively to tax years beginning in the 1985 and 1986 calen-
dar years.

Sec. 16.
Sections 1 through 4 and 7 through 12 of this Act are applicable to tax years beginning on
or after January 1, 1991.

Sec. 17.
Section 13 of this Act is applicable to deaths occurring on or after January 1, 1991.

Approved April 17, 1990

CHAPTER 1173

TAXATION OF HEALTH MAINTENANCE ORGANIZATIONS
ON MEDICAL ASSISTANCE PAYMENTS
S.F. 2407

AN ACT relating to the premium taxation on certain health maintenance organization
payments.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. Section 514B.31, Code 1989, is amended to read as follows:

514B.31 TAXATION.

Payments received by a health maintenance organization for health care services, insurance,
indemnity, or other benefits to which an enrollee is entitled through a health maintenance organi-
zation authorized under this chapter and payments by a health maintenance organization to
providers for health care services, to insurers, or corporations authorized under chapter 514
for insurance, indemnity, or other service benefits authorized under this chapter are not
premiums received and taxable under the provisions of section 432.1 for the first five years



